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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAII

In the Matter of

PUBLIC UTILITIES COMMISSION DOCKET NO. 2008-0273

Instituting a Proceeding to Investigate the
Implementation of Feed-in Tariffs.
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DIVISION OF CONSUMER ADVOCACY'S
COMMENTS ON HAWAIIAN ELECTRIC COMPANY, INC.,
HAWAII ELECTRIC LIGHT COMPANY, INC.,
AND MAUI ELECTRIC COMPANY, LTD.’S PROPOSED SCHEDULE FIT

Pursuant to the Order Setting Schedule filed on October 29, 2009, the Division of
Consumer Advocacy (“Consumer Advocate”) hereby submits the following comments
on the proposed Schedule FIT filed by Hawaiian Electric Company, Inc., Hawaii Electric

Light Company, Inc., and Maui Electric Company, Ltd. (collectively, “the HECO

Companies™) on January 7, 2010.

I COMMENTS.

The Consumer Advocate's comments are not comprehensive. The following

observations and discussion touch upon only certain issues or areas. The Consumer



Advocate anticipates that additional comments may be better supported once additional
information is available as the FIT program is implemented and more experience
highlights areas and/or items that require modification.

The Consumer Advocate understands that the HECO Companies’ proposed
Schedule FIT is intended to support the procurement of renewable energy' from the
typical or average renewable energy project that is reasonably cost-effective for the
HECO Companies and its ratepayers. > The Consumer Advocate further understands
that the HECO Companies’ proposéd Schedule FIT energy-payment rates are intended
to provide energy prices that allow an eligible renewable energy project developer to
recover the reasonable costs associated with a project's development plus the
opportunity to e.arn a profit on their investment.?

The Consumer Advocate believes that, based upon the representations made by
the HECO Companies in its filing submitted on January 7, 2010 (transmitting the
Schedule FIT for review and consideration by the Commission) and the Consumer
Advocate's participation in a technical session attended by the Parties on
November 18, 2009, the HECO Companies developed its Feed-in Tariff ("FIT”) payment
rates based upon the model produced by its retained technical consultant,

Environmental Economics, Inc. (“E3") and the work by E3 and Mirenish Consulting,

See In_re Public Utilities Commission, Decision and Order, Docket No. 2008-0273, at 15-17
(filed Sept. 25 2009) (suggesting that feed-in tariffs (“FITs") should be adopted in Hawaii to
accelerate the acquisition of energy from renewable resources).

See In re Public Utilities Commission, Decision and Order, Docket No. 2008-0273, at 62 (stating
that FIT rates should support the typical or average project that is reasonably cost-effective).

Feed-in Tariffs: Best Design Focusing Hawaii's Investigation, Docket No. 2008-0273, at 5
(filed on Dec. 11, 2008); see also [n_re Public Utilities Commission, Decision and Order, Docket
No. 2008-0273, at 62-63 (stating that FIT rates should support the typical or average project that
is reasonably cost-effective.
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which was also retained by the HECO Companies to help develop the initial FIT rates.
Using the modified levelized cost of energy (‘LCOE") model referenced by the HECO
Companies in its filing submitted on January 7, 2010 (which model was also discussed
at the technical session attended by the Parties on November 18, 2009), the HECO
Companies came up with varying price scenarios for the cost of energy procured under
the FIT. In its proposed FIT pricing scheme, the HECO Companies appear to have
selected FIT prices for each eligible technology that are somewhere between the
minimum and maximum values calculated by the E3 modified LCOE model.

The Consumer Advocate notes that the collaborative process, which included the
open availability of the HECO Companies’ LCOE model, facilitated lively discussion
among the interested stakeholders in the instant proceeding. The expected results from
the instant proceeding represents an important contribution to Hawaii's intent to migrate
towards an economy that is less reliant on imported fossil fuels. The Consumer
Advocate is aware of the importance of establishing reasonable initial rates. If the rates
are too low, it is possible that there will be insufficient interest by potential project
developers which might also lead to reduced support and interest in the FIT program.
On the other hand, if rates are set too high, due to the long-term nature of the proposed
FIT agreements (20 years), electric utilities' customers will be asked to bear a burden
that will persist for some time.

The Consumer Advocate believes that with the current level of Hawaii-specific
information available on the subject, the E3 modified LCOE model appears to represent
a fair approach to establishing a range of prices for energy procured under the FIT. The

f
Consumer Advocate agrees that the price for energy procured under the FIT should be
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high enough to incentivize participation in the FIT program without requiring the HECO
Companies’ ratepayers to support (A) cost-ineffective renewable energy projects or
(B) FIT payment rates that include unreasonable (i.e., windfall) profits for eligible project
developers. At this initial stage in FIT development and program execution, the
Consumer Advocate is willing to state that the HECO Companies' proposed FIT rates
appear to be calculated to allow an eligible renewable energy project developer to
recover the reasonable costs associated with their project's development plus an
opportunity to earn a profit on their investment. As more information is gathered upon
eligible FIT projects and the Commission has an opportunity to consider other
components of the HECO Companies’ overall strategic corporate plan, the Consumer
Advocate believes that the FIT rates can and will be adjusted to account for the new
realities observed on the HECO Companies’ systems.

The Consumer Advocate is, and remains, hopeful that more Hawaii specific data
will be made available for use in the development of FIT rates. There is some concern
that the reliance on industry data for LCOE inputs may not reasonably represent costs
that will be incurred by project developers in Hawaii. Some of the differences may
reflect costs that are greater in Hawaii and other differences might reflect costs that are
less in Hawaii. Thus, adjustments may be necessary to the LCOE cost inpufs to more
accurately represent Hawaii specific costs. The Consumer Advocate is, however,
concerned that the focus of any such efforts might only be one-sided. For instance, if
many comments identify certain cost inputs that are too low and steps are taken to
address those comments, the resulting rates will increase without considering the

possibility that other costs inputs may be too high. As aiready mentioned, the ability to
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evaluate the reasonableness of the LCOE cost inputs is impaired by the lack of Hawaii
specific experience and data. So, the Consumer Advocate anticipates the need for
additional comment and modifications when more experience and data become
available.

Until then, the Consumer Advocate contends that, lacking other reliable sources
of data, that the HECO Companies’ proposed FIT rates represents a reasonabie middle
course in hopefully encouraging participation in the HECO Companies’ FIT program
without requiring the HECO Companies and its ratepayers to support renewable energy
projects that are cost-ineffective or provide project developers with an opportunity to
earn an unreasonably high return on their investment.

The Consumer Advocate acknowledges that sufficient incentive must be made
available to potential developers. Otherwise, .inadequate response by developers will
not aid Hawaii's transition to a clean energy economy. During these current economic
conditions, however, adequate care must be taken to avoid setting FIT rates that may
unnecessarily prolong Hawaii's current economic doldrums.

Of course, the Consumer Advocate notes that its support for the HECO
Companies’ FIT pricing scheme could change if new information becomes available

with respect to FIT projects or FIT program participation.

. OTHER COMMENTS.

» Currently, section L(3), Security Deposit, does not identify a specific rate
or the amount that will be required. Some consideration might be given to

whether a rate per kw can be identified to help potential developers
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assess the possible costs that might be incurred. With no identified rate
for this deposit, even assuming that the developer anticipates successfully
completing the project, it might be difficult to identify the necessary
amount of capital that will be necessary at the onset of the project for
planning purposes. This observation can be generally applied to any
section that does not specifically lay out up-front rates and/or
requirements. If such terms and/or conditions are not clearly and readily
identified in the tariff, the functionality of having FIT rates is reduced since
potential developers will need to engage in possibly lengthy interaction
with the HECO companies to determine the applicable terms and
conditions of a project.

Section K may need to be clarified since it currently states that “any fees
and security deposits...will be forfeited” should a project not be completed
within an allowed timeframe. Yet, sections L(2) and L(3) identifies
refundable fees, whereas sections L(1) and L{(4) identify non-refundable
fees and charges. While the Commission’'s Decision and Order filed on
September 24, 2009 in the instant docket correctly identifies the need to
ensure frivolous projects do not take up queue spots, the Commission
specifically refers to an application fee. The HECO Companies’ proposal
to have forfeitable reservation fees and security deposits may require
further analysis.

While mindful that the Commission’s Decision and Order filed on

September 25, 2009, required a “postage stamp” approach to the initial



FIT, additional consideration should be given to location-differentiated
rates to not only recognize different costs on each island, but also as a
means to encourage potential project developers to consider project
locations that might reflect policy objectives. For instance, if the proposed
15% limitation on a circuit is adopted and imposed, circuits that are used
to serve a robust mix of residential and commercial customers might
already exceed or will quickly approach that limit. In those instances,
customers who are interested in participating at either the Tier 1 or 2
levels are likely to find the requirement of an interconnection study cost
prohibitive. To encourage developers to consider locations and/or circuits
that are not likely to soon approach the proposed 15% limitation, the
development of location-differentiated rates might provide a means by
which to address this potential problem. Given the Commission's
Decision and Order filed on September 25, 2009, the Consumer Advocate
acknowledges that location-differentiated rates are not appropriate at this
time, but believes further consideration should be allocated towards this
matter to facilitate discussion at the next feasible opportunity to revisit the

reasonableness of the FIT rates and possible modifications.

M. CONCLUSION.

Understanding that the documents proposed by the HECO Companies on or
about January 7, 2010 are intended to be standard form tariffs and power purchase

agreements ("PPAs") by design, the Consumer Advocate finds that most of the
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provisions described in the proposed Schedule FIT track the language used in most
PPAs executed by the HECO Companies to procure energy in its normal utility
operations. Accordingly, other than as discussed above, the Consumer Advocate has
no objections to the provisions included in the HECO Companies’ proposed
Schedule FIT.

DATED: Honolulu, Hawaii, January 21, 2010.

Respectfully submitted,

By DA-. et —.
DEAN NISHINA
Executive Director

DIVISION OF CONSUMER ADVOCACY
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CERTIFICATE OF SERVICE

| hereby certify that | have served copies of the foregoing DIVISION OF CONSUMER
ADVOCACY'S COMMENTS ON HAWAIIAN ELECTRIC COMPAN.Y, INC., HAWAII
ELECTRIC LIGHT COMPANY, INC., AND MAUI ELECTRIC COMPANY, LTD.’S
PROPOSED SCHEDULE FIT upon the following parties, by hand delivery and/or U.S.

mail, postage prepaid, and properly addressed:

DEAN MATSUURA 1 copy
MANAGER by hand delivery
REGULATORY AFFAIRS

HAWAIIAN ELECTRIC COMPANY, INC.

P.O. Box 2750

Honolulu, HI 96840-0001

JAY IGNACIO 1 copy
PRESIDENT by U.S. Mail
HAWAII ELECTRIC LIGHT COMPANY, INC.

P. O. Box 1027

Hilo, HI 96721-1027

. EDWARD L. REINHARDT 1 copy
PRESIDENT by U.S. Mail
MAUI ELECTRIC COMPANY, LTD.

P. O. Box 398

Kahului, HI 96732

THOMAS W. WILLIAMS, JR., ESQ. 1 copy

PETER Y. KIKUTA, ESQ. by hand delivery
DAMON L. SCHMIDT, ESQ.

GOODSILL, ANDERSON QUINN & STIFEL

Alii Place, Suite 1800

1099 Alakea Street

Honolulu, Hawaii 96813

Co-Counsel for HECO, HELCO, and MECO



ROD S. ACKI, ESQ.
ALCANTAR & KAHL LLP

33 New Montgomery Street
Suite 1850

San Francisco, CA 94105-4511

Co-Counsel for HECO, HELCO, and MECO

THEODORE PECK

DEPARTMENT OF BUSINESS, ECONOMIC
DEVELOPMENT, AND TOURISM

State Office Tower :

235 South Beretania Street, Room 501

Honolulu, HI 96813

ESTRELLA SEESE

DEPARTMENT OF BUSINESS, ECONOMIC
DEVELCPMENT, AND TOURISM

State Office Tower

235 South Beretania Street, Room 501

Honolulu, HI 96813

MARK J. BENNETT, ESQ.
DEBORAH DAY EMERSON, ESQ.
GREGG J. KINKLEY, £SQ.

DEPARTMENT OF THE ATTORNEY GENERAL

425 Queen Street
Honolulu, Hawaii 96813

Counsel for DBEDT

CARRIE K.S. OKINAGA, ESQ.
GORDON D. NELSON, ESQ.

DEPARTMENT OF THE CORPORATION COUNSEL

CITY AND COUNTY OF HONOLULU
530 South King Street, Room 110
Honolulu, Hawaii 96813
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1 copy
by U.S. Mail

1 copy
by U.S. mail

1 copy
by U.S. mail

1 copy
by hand delivery
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by U.S. Mail



LINCOLN S.T. ASHIDA, ESQ.
WILLIAM V. BRILHANTE JR., ESQ.
MICHAEL J. UDOVIC, ESQ.

DEPARTMENT OF THE CORPORATION COUNSEL

COUNTY OF HAWAII
101 Aupuni Street, Suite 325
Hilo, Hawaii 96720

MR. HENRY Q CURTIS

MS. KAT BRADY

LIFE OF THE LAND

76 North King Street, Suite 203
Honolulu, Hawaii 96817

MR. CARL FREEDMAN
HAIKU DESIGN & ANALYSIS
4234 Hana Highway

Haiku, Hawaii 96708

MR. WARREN S. BOLLMEIER 1l
PRESIDENT

HAWAII RENEWABLE ENERGY ALLIANCE
46-040 Konane Place, #3816

Kaneohe, Hawaii 96744

DOUGLAS A. CODIGA, ESQ.

SCHLACK ITO LOCKWOOD PIPER & ELKIND
TOPA FINANCIAL CENTER

745 Fort Street, Suite 1500

Honolulu, Hawaii 96813

Counse! for BLUE PLANET FOUNDATION

MR. MARK DUDA

PRESIDENT

HAWAII SOLAR ENERGY ASSOCIATION
P.0. Box 37070

Honolulu, Hawaii 86837
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1 copy
by U.S. Mail

1 copy
by U.S. Mail

1 copy
by U.S. Mail

1 copy
by U.S. Mail
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MR. RILEY SAITO 1 copy

THE SOLAR ALLIANCE by U.S. Mail
73-1294 Awakea Street

Kailua-Kona, Hawaii 96740

JOEL K. MATSUNAGA 1 copy

HAWAII BIOENERGY, LLC by hand delivery
737 Bishop Street, Suite 1860

Pacific Guardian Center, Mauka Tower

Honolulu, Hawaii 96813

CAROLINE BELSOM 1 copy
VICE PRESIDENT/GENERAL COUNSEL by U.S. Mail
KAPALUA LAND COMPANY, LTD, :

A wholly owned subsidiary of

MAUI LAND & PINEAPPLE COMPANY, INC.

200 Village Road

Lahaina, HI 96761

KENT D. MORIHARA, ESQ. 1 copy

KRIS N. NAKAGAWA, ESQ. by hand delivery
SANDRA L. WILHIDE, ESQ.

MORIHARA LAU & FONG LLP

841 Bishop Street, Suite 400

Honolulu, Hawaii 96813

Counsel for HAWAII BIOENERGY, LLC
Counsel for MAUI LAND & PINEAPPLE COMPANY, INC.

MR. DANIEL A. KING 1 copy
SEMPRA GENERATION by U.S. Mail
101 Ash Street, HQ 12

San Diego, California 92101-3017

MR. ERIK KVAM 1 copy
CHIEF EXECUTIVE OFFICER by U.S. Mail
ZERO EMISSIONS LEASING LLC

2800 Woodlawn Drive, Suite 131

Honolulu, Hawaii 96822

2008-0273 4



———

PAMELA JOE 1 copy
SOPOGY INC. by U.S. Mail
2660 Waiwai Loop

Honolulu, Hawaii 96819

GERALD A. SUMIDA, ESQ. 1 copy

TIM LUI-KWAN, ESAQ. by hand delivery
NATHAN C. NELSON, ESQ.

CARLSMITH BALL LLP

ASB Tower, Suite 2200

1001 Bishop Street

Honolulu, Hawaii 96813

Counsel for HAWAII HOLDINGS, LLC, dba FIRST WIND HAWAII

MR. CHRIS MENTZEL 1 copy
CHIEF EXECUTIVE OFFICER by U.S. Mail
CLEAN ENERGY MAUI1 LLC

619 Kupulau Drive

Kihei, Hawaii 96753

MR. HARLAN Y. KIMURA, ESQ. 1 copy
CENTRAL PACIFIC PLAZA by hand delivery
220 South King Street, Suite 1660

Honolulu, Hawaii 96813

Counsel for TAWHIRI POWER LLC

SANDRA-ANN Y.H. WONG, ESQ. 1 copy
ATTORNEY AT LAW, A LAW CORPORATION by U.S. Mail
1050 Bishop Street, #514

Honolulu, HI 96813

Counsel for ALEXANDER & BALDWIN, INC.,
Through its division, HAWAIIAN COMMERCIAL & SUGAR COMPANY
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ISAAC H. MORIWAKE 1 copy
DAVID L. HENKIN by U.S. mait
EARTHJUSTICE

223 South King Street, Suite 400

Honolulu, Hawaii 96813-4501

DATED: Honolulu, Hawaii, January 21, 2010.
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